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Section VI 
Long Term Care 

 
 
VA provides Long Term Care (LTC) benefits that are both mandated (for Priority Level 1a) and 
discretionary (Priority Levels 1b – 7c).  Although these services are outside of the Medical Benefits 
Package (MBP), they were included in the model to assist VA with calculating expected workload 
and expenditures for these services. 
 
The projected Long Term Care workload and expenditures in the model include three types of Long 
Term Care services.  These services are meant to encompass the LTC services provided by VA.  The 
modeling of these three services, Nursing Home (NH), Skilled Nursing Facility (SNF), and Sustained 
Treatment and Rehabilitation (STAR), is described in the following subsections.  The Non-Acute 
Psychiatric service line projected for the FY 2002 ELDA has become part of the STAR service line, 
and is discussed further in the STAR section below.  The projected workload is in terms of annual 
bed days per 1,000 enrollees.  Due to limitations in the VHA NH model, admit rates and length of 
stay projections were not developed. 
 
Nursing Home Services 
 
VHA developed Nursing Home utilization projections for FY 2001 to FY 2012 as part of their Long 
Term Care planning.  This included a projected average daily census (ADC) for each Priority Level 
of veterans (including Priority Level 1a).  The VHA Nursing Home model was used to calculate the 
projected ADC based on FY 2001 actual veteran enrollment.  These census numbers were developed 
by Priority Level for the following age bands: 21–64, 65–74, 75–84, and 85+.  The ADC for each age 
band and Priority Level was multiplied by 365 to calculate the total NH bed days estimated for FY 
2001.  These total bed days were then divided by the FY 2001 average veteran enrollees and 
multiplied by 1,000.  This produced expected annual NH days per 1,000 for each Priority Level and 
age band.   
 
Composite annual NH days per 1,000 were also calculated for the Under Age 65 and Ages 65 and 
Over Age Groups.  These rates were used as the base utilization rates in the model.  Relative age 
factors were developed for all Priority Levels combined based on the expected annual NH days per 
1,000 by age band and the composite Under Age 65 and Ages 65 and Over utilization rates.  Relative 
morbidity factors by Priority Level were developed for the Under Age 65 and Ages 65 and Over Age 
Groups. 
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Regional NH use variations across the country were estimated during the FY 2002 ELDA.  These 
regional differences are based on regional factors that were recommended for the VA Nursing Home 
model during a previous VA commissioned review of the model by Milliman (see Milliman Review 
of VHA Nursing Home Model within this section of the report).  To validate these differences for 
Priority Level 1a, the actual VA NH ADC was compared to the total ADC demand produced by the 
VHA NH Model (without any regional adjustments).  The resulting VA market shares varied 
dramatically across the county and exceeded 100% in VISN 14.  When the regional adjustments were 
applied to the demand produced by the NH Model, the resulting VA market shares had significantly 
less variation from the national average and results.  The resulting VISN 14 market share is more 
realistic at 68%.  Due to VA concerns about the influence of gender in calculating the regional 
adjustments, these adjustments were dampened by using the square root of the factor in the model 
and applied only to the projections for Priority Level 1a. 
 
Finally, reliance factors (market share) were developed to adjust the NH demand projections to the 
level demanded from VA NH resources (VA facilities, VA paid community care, and state homes).  
For FY 2000, Priority Level 1a veterans were assigned reliance factors by VISN equal to the 
calculated market share for FY 2000 (utilizing the dampened regional adjustments).  The Priority 
Level 1a reliance factors were then adjusted in constant increments toward 85% in FY 2008.  The 
Priority Level 1a target reliance was set by VA.  For Priority Levels 7a and 7c, VA established a set 
reliance for each year.  For Priority Levels 1b through 6, the reliance factors varied over the 
projection period in order to balance the overall market share levels or ADC targeted by VA.  The 
resulting reliance factors by Priority Level are included in the following table: 
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Nursing Home Reliance (Market Share Policy) Assumptions 

            
  1a 1b - 6 7a  7c  Overall  ADC 
           
FY01  38.8% 15.7% 5.0%  5.0% 17.2%  31,941  
FY02  45.4% 12.6% 5.0%  5.0% 15.2%  32,181  
FY03  52.0% 10.9% 4.0%  4.0% 14.3%  32,985  
FY04  58.6% 11.0% 3.0%  3.0% 14.8%  36,675  
FY05  65.2% 11.0% 3.0%  3.0% 15.4%  40,689  
FY06  71.8% 11.2% 2.0%  2.0% 16.0%  44,670  
FY07  78.4% 10.1% 2.0%  2.0% 16.0%  46,947  
FY08  85.0% 9.0% 2.0%  2.0% 16.0%  48,800  
FY09  85.0% 8.9% 2.0%  2.0% 16.0%  50,222  
FY10  85.0% 8.7% 2.0%  2.0% 16.0%  51,367  
FY11  85.0% 8.6% 2.0%  2.0% 16.0%  52,026  
FY12  85.0% 8.7% 2.0%  2.0% 16.0%  52,470  
FY13  85.0% 8.7% 2.0%  2.0% 16.0%  52,707  
FY14  85.0% 8.5% 2.0%  2.0% 16.0%  52,411  
FY15  85.0% 8.3% 2.0%  2.0% 16.0%  52,144  
FY16  85.0% 8.1% 2.0%  2.0% 16.0%  51,817  
FY17  85.0% 8.0% 2.0%  2.0% 16.0%  51,482  
FY18  85.0% 7.8% 2.0%  2.0% 16.0%  51,210  
FY19  85.0% 7.6% 2.0%  2.0% 16.0%  50,674  
FY20  85.0% 7.4% 2.0%  2.0% 16.0%  50,102  
FY21  85.0% 7.1% 2.0%  2.0% 16.0%  49,443  
FY22  85.0% 6.6% 2.0%  2.0% 16.0%  49,298  

 
The basic utilization rates, age, morbidity, regional and reliance adjustments were then integrated 
into the projection model.  The resulting annual utilization rates were paired with the projected NH 
unit costs (See Section X, VA Unit Costs) to calculate projected expenditures. 

 
Skilled Nursing Facility 
 
Skilled Nursing Facility (SNF) services reflect sub-acute nursing care typically following an acute 
inpatient episode.  In the private sector this care, unlike nursing home care, is covered under private 
insurance and Medicare.  This care requires a medical need and is not just for custodial care.  SNF is 
a service that is included in the LTC services category, though it is not traditionally considered a 
LTC service in the private sector. 
 
As this service has a private sector counterpart, the utilization rates for bed days of care were 
developed using the methodology outlined in Section II, Utilization Benchmarks.  The utilization 
rates were developed specifically for each veteran enrollee population.  These annual utilization rates 
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were then paired with the projected SNF unit costs (See Section X, VA Unit Costs) to calculate 
projected expenditures. 
 
Sustained Treatment and Rehabilitation (STAR) 
 
As a component of their LTC services, VA provides specialized care specifically for psychiatric 
conditions.  The Inpatient Psychiatric service lines in the model project acute care services.  VA 
provides LTC Psychiatric services that are traditionally not covered in the private sector.  State 
facilities provide this care to meet community needs.  Therefore, it was necessary to develop a 
methodology to estimate projected utilization for this type of care. 
 
To model the STAR service line, Milliman and VA staff performed an analysis of VHA Inpatient 
Psychiatric care.  Psychiatric stays were sorted into three categories: 
 

1. Acute stays included in the Inpatient section of the model (modeled as the Inpatient 
Psychiatric and Substance Abuse service lines) 

2. STAR bed section stays 
3. Other Non-Acute Psychiatric stays modeled as Non-Medical benefits 

 
The projected utilization in the STAR service line includes LTC psychiatric stays identified from the 
first two categories of stays using the following methodology. 
 
Category 1 
 
A historical review of VA workload experience data revealed that many bed sections previously used 
for LTC psychiatric care, such as bed section #71 Long Term Psychiatric, were being utilized less 
and less by VA.  Discussions with VA staff determined that it is likely that many of the stays 
previously treated under these bed sections were now treated in acute psychiatric bed sections.  
Therefore, it was necessary to isolate the LTC psychiatric stays from the rest of the stays in the acute 
psychiatric bed sections.  To accomplish this, inpatient acute stays from FY01 VA workload 
experience files were identified using the bed section mapping and were bundled into complete acute 
stays using the methodology described in Section IV, VA Workload Data Manipulations. 
 
The resulting psychiatric stays were summarized and reviewed by average length of stay.  With VA 
assistance, it was determined that stays of 75 days or more would reasonably identify the LTC 
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psychiatric stays.  As a result, all psychiatric stays of 75 days or more were removed from the acute 
psychiatric workload and used as the first component of modeling the STAR service line. 
 
Category 2 
 
The FY 2001 VA workload experience includes a specific STAR bed section (bed section 89).  This 
workload experience was isolated and analyzed using the methodology for developing Non-Medical 
service projections (see Section VII, Non-Medical Services).  The resulting workload projections 
constitute the second component of the STAR service line. 
 
Composite STAR Service Line 
 
The FY 2001 historical utilization rates of the two LTC psychiatric workload components detailed in 
Category 1 and 2 were combined to produce the STAR service line projections displayed in the LTC 
section of the model.  These annual utilization rates were then paired with the projected STAR unit 
costs (see Section X, VA Unit Costs) to calculate projected expenditures. 
 
Development of LTC Millennium Bill, Priority Level 1a Service Lines 
 
The Nursing Home and SNF LTC services developed above were also developed specifically for 
Priority Level 1a veterans.  The bed days per 1,000 and expenditures are included as LTC 
Millennium Bill service lines within the projection databases.  These services were projected 
separately to assist VA in determining workload and expenditures associated with Priority Level 1a 
veterans.  These veterans are guaranteed access to VA LTC under “The Veterans’ Millennium Health 
Care and Benefits Act,” while LTC services provided to all other Priority Levels are discretionary.   
 
Milliman’s Review of VHA Nursing Home Model 
 
Sensitivity Testing  
 
VA developed an estimate of about 157,000 NH users, which appears to be a reasonable estimate.  
This estimate is consistent with NH prevalence rates of about 2.4 times the 1996 Medical 
Expenditure Panel Survey (MEPS) use rates. 
 
VA developed a methodology to determine the number of current enrollees that will use long term 
care.  Their methodology consists of two main components: 
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1. Nursing Home Care (NH) 
2. Home Health Care (HH) 

 
Milliman’s analysis focused on the NH prevalence rates, the corresponding NH users and the 
distribution of those users and prevalence rates by age and activities of daily living (ADL).  VA used 
1996 MEPS data to develop NH use rates.  These rates were developed by age band and ADL status.   
 
A problem with the methodology was that the distribution of VA enrollee population by age and 
ADL is not fully known.  The NH use rates vary by age and ADL.  VA knows the age distribution of 
the entire enrollee population, but the ADL distribution by age is estimated from a phone survey of 
only non-institutionalized enrollees.  The number of enrollees in a NH is not known nor is their ADL 
distribution.  Therefore, the number of enrollees that currently receive nursing home care were 
estimated using the following procedure: 
 

a) Estimate the 2001 enrollee population by age band. 
b) Apply use rates from MEPS data to the projected enrollee population to develop the expected 

number of enrollees in a nursing home. 
c) Adjust the results in (b) to recognize the increased likelihood that a veteran would need 

nursing home care.  Since there is no credible data available to validate this estimate, the 
following sensitivity analyses were run: 

 
1) NH Use Rate = 100% 96 MEPS ÷ NH ADL Dist = 96 MEPS 
2) NH Use Rate = 300% 96 MEPS ÷ NH ADL Dist = 96 MEPS 

 
Exhibits III-1 and III-2 summarize these results across all Priority Levels.  VA believes that 
overall NH users might be in the range of 150,000 to 160,000 for FY 2001 based on their 
model.  This would equate to roughly 2.4 times the MEPS use rates. 

d) Sensitivities 1) and 2) were run assuming that the ADL distribution was identical to that in 
the MEPS data by age band.  It is possible that VA NH users will be skewed toward the 
higher ADL levels.  Therefore, the sensitivities were run again assuming a skewed ADL 
distribution: 

 
3) NH Use Rate = 100% 96 MEPS ÷ NH ADL Dist = SKEWED 96 MEPS to higher 

ADL levels 



- 93 - 
Contract # GS-23F-8025H Milliman USA, Inc. 
Task Order # VA-GSA-TO-0002 Condor Technology Solutions, Inc. 

4) NH Use Rate = 300% 96 MEPS ÷ NH ADL Dist = SKEWED 96 MEPS to higher 
ADL levels 

 
Exhibits III-3 and III-4 summarize the skewed NH ADL distributions.  The shape of the VA ADL 
distribution was derived from testing performed with the 1985 National Nursing Home Survey 
(NNHS) and actuarial judgment.  The 1985 data is not credible since only 57 out of 1,485 male 
nursing home users in the survey were in VA nursing homes.  However, it is the only source readily 
available to give any feel for the potential ADL distribution of a VA population in a nursing home.   
The NNHS does show a significant shift toward the higher ADL levels at the lower ages.  The data 
actually shows a shift in the other direction at the older ages.  This may be due to higher proportions 
of cognitively impaired users or due to a lack of other housing means.  The most likely explanation is 
the lack of credible data.  Therefore, only the younger ages were skewed toward the higher levels and 
the older ages were left alone for the most part.  This skewing does not affect the total number of NH 
users.  In addition, the adjustments made were not as drastic as those suggested by the raw NNHS 
data.  Specifically, the MEPS ADL distribution was adjusted as follows: 
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1996 MEPS ADL Distribution in Nursing Home 

ADL Score 
Age 0 1 2 3 4 5 6 Total 

21–64 0.146 0.074 0.059 0.044 0.160 0.147 0.369 1.000 
65–74 0.103 0.035 0.114 0.056 0.152 0.143 0.398 1.000 
75–84 0.033 0.083 0.078 0.084 0.116 0.139 0.468 1.000 
85+ 0.041 0.070 0.087 0.062 0.130 0.125 0.485 1.000 

 
 

Skewed 1996 MEPS ADL Distribution in Nursing Home 
ADL Score 

Age 0 1 2 3 4 5 6 Total 
21–64 0.096 0.044 0.039 0.044 0.180 0.177 0.419 1.000 
65–74 0.053 0.005 0.094 0.056 0.172 0.173 0.448 1.000 
75–84 0.033 0.083 0.078 0.084 0.116 0.139 0.468 1.000 
85+ 0.041 0.070 0.067 0.082 0.130 0.125 0.485 1.000 

 
It is believed that Exhibits VI-1 and VI-3 represent a floor for the number of NH users, about 66,000.  
Exhibit VI-1 assumes that the distribution of NH users by age and ADL is the same as that in the 
general population in the 1996 MEPS.  The NH prevalence rate for a given age and ADL category is 
assumed to be the same for VA enrollees and the general population.   
 
It is recognized that the ADL distribution of VA enrollees in the NH is more skewed toward higher 
ADLs than the general population.  Thus, a more skewed distribution was also applied to the range of 
VA NH users.   
 
Exhibits VI-2 and VI-4 represent an upper bound for VA NH users.  A range of two to three times 
commercial NH frequencies was previously developed in another project involving one of the 
VISNs, providing a partial basis for Exhibits VI -2 and VI -4. 
 
It was not possible to precisely ascertain the number of VA NH users since the number in the 
enrollee population is unknown, as is their ADL distribution.  VA’s estimate of 157,000 NH users 
falls in the range of values tested and appears reasonable.  
 
The resulting ADL distribution derived from VA’s 157,000 NH user estimate contains a number of 
apparent anomalies.  Exhibit VI-5 summarizes the 1996 MEPS ADL distribution, VA’s distribution 
of the 157,000 enrollees and the assumed skewed distribution.  It is believed that VA’s distribution 
results from anomalies in the 1996 MEPS prevalence rate survey data.  That data likely should be 
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smoothed.  The Milliman prevalence rates could be smoothed more as well, as the 5 ADL and 6+ 
ADL use rates appear too far apart.   
 
The ADL distribution for those with 3+ ADLs was similar using VA’s distribution or the assumed 
skewed distribution.  VA believes that the most likely veterans to be admitted to a NH are those with 
3+ ADLs and as a result both ADL distributions result in about the same NH users with 3+ ADLs.  
 
The distribution of NH users by age in Exhibit VI-5 that Milliman developed differs from that 
developed by VA.  The 2.4 multiple of the 1996 MEPS NH use rates were applied uniformly to all 
ages.  It is believed the 2.4 multiple may vary by age, being higher at younger ages and lower at older 
ages; therefore, VA’s number of users at younger ages may be more realistic.  However, again, this 
was difficult to validate given the information currently available. 
 
Future Improvements 
 
Develop A Better Estimate Of NH Users And Their ADL Distribution 
 
It is recommended that VA develop a more precise way to estimate nursing home users.  Using a 
survey similar to the one used to estimate home care users by age and ADL status should be possible.  
It may need to be a more detailed and intensive survey given the health status of most individuals in 
these homes, but it should be possible. 
 
If VA does not survey NH residents, then VA should try to validate the results from this model in 
some way.  Perhaps they could do a sampling from some of their larger VISNs in each region of the 
U.S. 
 
Marital Status 
 
A number of sources have been seen that point out drastically different utilization rates for LTC 
based on a person’s marital status.  To the extent that the marital status of the enrolled population is 
significantly different from the typical marital status of the general U.S. population, VA may want to 
make adjustments for this within their model.   
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Incidence and Length of Stay 
 
A significant shift in the private LTC insurance marketplace has been seen recently with respect to 
frequencies and length of stay.  Specifically, frequencies appear to be dropping while length of stay 
appears to be increasing.  Overall, the product of the two appears to be dropping by up to 1% or 2% 
annually.  It is difficult to say whether VA would see a similar pattern; however, it would not be 
properly reflected in the projections as the model is currently configured.  This may be a source of 
conservatism that could eventually be removed depending on the experience that the enrollee 
population exhibits. 
 
Area Adjustments  
 
It may be appropriate to adjust utilization rates by area given an initial review by region.  The 
Milliman internal LTC Guidelines include variations in LTC utilization by state.  At VA’s request, 
broad area factors by nursing home versus home health care utilization were developed for four 
regions within the U.S.  This was achieved by weighting the state area factors with the enrollee 
membership by state.  The results are shown in the table below.  Overall, it appears that VA 
membership is distributed such that the overall area factor is close to 1.00 for both types of care.  
However, significant differences do result by region.   
 

VA LTC Utilization Area Factors 
By Nursing Home and Home Care 

Region Nursing Home Home Care 
Northeast 1.09 0.86 
Southeast 0.78 1.42 
Northwest 1.49 0.72 
Southwest 0.76 0.92 

Nationwide 0.99 1.01 

Milliman area factors, which vary by state, were mapped to VISNs whenever possible.  The 
definitions of the four areas are summarized in the following table.  
 

Area VISNs States 

Northwest 13, 14, 15, 19, 20 
AK, CO, ID, IA, KS, MN, MO, MT, NE, ND, OR, SD, 
UT, WA, WY 

Southwest 17, 18, 21, 22 AZ, CA, HI, NV, NM, TX 

Northeast 1, 2, 3, 4, 5, 10, 11, 12 CT, DE, DC, IL, IN, ME, MD, MA, MI, NH, NJ, NY, 
OH, PA, RI, VT, WV, WI  

Southeast 6, 7, 8, 9, 16 AL, AR, FL, GA, LA, KY, MS, NC, OK, SC, TN, VA  
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